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OIL,  GAS  AND  MINERAL  LEASE 

or said  land  necessary  or  useful  in  Lessee's  opera? 
Tarrant,  State  of  Texas,  and  is  descnbed  as  follows. 

SEE  ADDENDUM  FOR  ADDITIONAL  PROVISIONS 

This      .  -~Tn°M 

T^^^^"^^^^^ dewtop,nen, un,t  rf . .  „  ,and above 

This  iease  also  cover*  and  includes,  in  addHjon  ^^Z^^^ 
descril^  and  (afowned  or  claimed  by  Lessor ^y^'g?".  P^rpSa^^Se%^wKSf  instrument  requested  byLessef .for a 
fl7)as  to  which  Lessor  has  a  preference  ngM .d ^^^^^^UK^m^tSav  bonus  or  other  payment  hereur^er  sa^and 

^_^f^n  the  ^^I'tlJA^'W^^^^^^^  °^*™8'  ^^J^  *^  ™ 
upon  said  land  with  no  cessation  for  more  than  ninety  (90)  consecutive  aays. 

3.Asroya^,Le^c^anteand^ 

Irt         part  of  all  oil  produced  and j paved  by  ^^S£SlS^£&%S^t^JSe^  or  storage  tanks,  Lessor's  interest  in  either xa&e. 

l^ehWby^^^oflne  amount  realized  by  Lessee,  ^g^^S^^^gT  38dv gaYXd  Ss^head  gas;  te)  To  pay 
&  ranuSSure  of  gasotfiebr  o^ro^rts  me  market  ^^SS^A  ^  ™te^^  °^0r  value  at  the  Well  or  mine  al  Lessee's 
l^essoronallothermtan^ 

election,  except  that  on  sulphur  mined  and  marketed I  the  EgffiJfSjSJ^^  or  any  portion  thereof  has  been  pooled,  capable 

at  any  time  orWs  thereafter,  there  force  ^  operator* ■v^beta 

of  producing  oil  or  gas.  and  all  such  wells  a*  shtfnn  this  lease shaH,  J^f^^X  continued  in  force  as  if  no  shut-inhad  occurred, 
conducted  on  said  land  for  so  ong  as  said  wells  are  shutna  a^^re^™  Set  me  minerals  capable  of  being  produced  from  said Mb. 
Lessee  covenants  and  agrees  to  use  reasonable  driigence ^  ^  M^^^Sish^nfes  other  than  well  facilities  andordinary  Ifasefaafites  of 
but  in  the  exerase  of  sucMilige^  t      ^  t       ^  terms  unacceptable  to  Lessee.  If,  at 

flow  lines,  separator,  and  tease  tank,  ^sh^^be  required  to  » i»anrou ww  x°  ninety  consecutive  days,  and  during  such  time 
any  time  or  times  after  the  expjrahoncf  the  Pn^term,all  ^^g^f^Jf^M  Lessee  shall  pay  or  tender,  b»  chetfofdraft  of 
there  are  no  operations  on  said  tend,  then  at  or  before the ograow in Jeered  hereby.  Lessee  shall  make  like  paymentso  tenders ator 
Lessee,  as  royalty,  a  sum  equal  to  one idollar (£L00)  i for  SfSSS?£?SSSdS  umn  such Tanniversary  this  lease  is  being  continued  in  force  solely 
before  the  end  of each  anniversary  of  the  expira^of  said ^^WE^gY ISbl^de  to  the  parties  who  at  the  time  of  payment  would  be 
by  reason  of  the  provisions  of  mis  paragraph.  Each  arid  may  be  deposited  in  such  bank  as  directed 

enttted  to  receivethe  royalties  which  H£ be  ^  ownership  of  shut-in  royafty.  »  *  W*"* 

by  Lessor,  or  its  successors,  which  ^al"  wn^ue  asthe  ^S^^^^^mSto  receive  same.  Lessee  may,  in lieu  another 
that  Lessee  pays  or  tenders  shut-in  royalty, two  or  i more '  PW*  ^  ^  specified,  either  ointly  to  such  parties  or  separately 

method  of  payment  herein  provided,  pay  or  tender  awns™**1  royaityjn  ^^^Adny  *  ^  hereunder  may  be  made  by  check  or  draft  of 
to  each  in  acoxdance  with  meir  respectjve  <^^!£lt^  provided  for  above  on  or  before  the  last 

Lessee  deposited  nthe  mail  or  defoered ^JhJIgS *°E51 HdedS  paraSSv 5  hereof.  In  the  event  of  assignment  of  the  tease  in 

w?^»  °f  •* ,eaS6'  38 10  ^  °"  bV 

each  • 

4.Lessee  Is  hereby  granted  the^W^ 
and/or  with  any  other  land,  lease,  or  leases,    to  anyj or al  minerals (gramam,  mvone  or  more  horizons,  or  existing  units  may  be  enlarged  as  to 
plus  10%  acreage  tolerance;  Proy^edjioweve^  Smted  to  one  or  more  of  the  following: 

aWoneormoretai^  (3)  minerals  produced 

(1 )  gas,  other  than  casinghead  gas.  G)  liquid  nydiocartwnMc^^  ^an  any  of  those  herein  permitted,  either  at  the 

from  w^llsda^^  the  drilling  or  operation  of  s .  weHat a 

time  established,  or  after  enlargement,  are  rf^Wor^ui^unae^rw^  ^       such  unit  may  be  established  or 

reaular  tocation,  or  for  obtaning  maximum  allowable  from  any  wer to  wgjgk.  °J  He  Ksee  shall exercise 'said  option  as  to  each  desired  unit 
eZraedto^form^^  Such  unit  shall  become 

by  executing  an  instrument  denti£mg  «j*«Jf  and "^^^^,5  make  no  such  provision,  hen  sUch  unrt 

effective  as  of  the  date  provided  for  in  sa  d  instrument  Prj™*™0^  of  said  options  may  be  exercised  by  Lessee  at  any 

shall  become  effective  on  the > date sutf ^trumentor  instmngte  a  re  soft led  ^^^^V^ction  hasWn  estabHshed erther -onagri 
time  and  from  time  to  time  while  this  lease  is  ^^^^SU^^ea^r^l.  established  hereunder  shall,  be  valid  and  effective 
land  or  on  the  portion  of  said  land  included  in  the  unit,  or  on  Jjw  »™C^te^SSw I  interests  in  lands  within  the  unit  which  are  not  effectively 
feral purposesof  this  lease  even  though  there  may  be  mr^l  iw  f     „  ^^0^,  except  the  payment  of 

Soled  orunSzed.  Any  operations  conducted  on  any  fart  of  such  WSalk^ed  to  me  landh covered  by  this  fel^within  each  such  unit  gr 
rovattv  operations  conducted  upon  said  land  under  this  fea».T£ere^  f  ^  tota,  production  of  unitized 

production  of  unitizeTCnerals  fromlhe  tend  tpwhch Jffi  SnK^  of  royalties  pursua.nt  to  this  paragraph  or  of 

S£saasSai«s^ 


mmsammsmm 

part  of  the  leased  premises. 


n  royalties,  ui  uuiei  mwiwjai        *  «— — — .  — 

9  inthe  event  Lessor  considers  that  Lessee  l^rfl?h£&SB£SK^ 

Lessee  in^nTsetfng  out  spedfically  In  wh^specte  Lessee fas *|~^|eL^  LelsoTThe  service'  of  said/notice  shall  be 
of  said.  note  An  v^^^  s& .te.brough.  unBlthe lapse ^.ofs^  (60)  days 


a^bracteYsha^^^^^ 

railed  toany  cause,  it  shall  nevertheless  nsmanir, .force ^.^^^^SSi^n^ut^o  evert  less  that  forty  acres),  such  acreage 

S&nSiSnS^SSS  SrTSSSSgS  $SSSUSl%  tttSS  SSf=^  any  eating  surface  facMes  necessary 
or  convenient  for  current  operations. 

10.  Lessor  hereby  warrants  and  agrees  to  defe^tiUe^d  land  ^^Un»^  fi^Sw^^  bSu^r 
interests  hereunder  shall  be  charged^mar^  wrth  anymwjgag^tm^  te  subl^ated  to  the 
agrees  that  Lessee  shall  have  the  nght  at  any  time  to  pay  on raduce Lf^^if^^irSnte  payable  or  which  may  become  payable  to  Lessor 
rights  of  the  holder  thereof  and  to  dedud mnunto  |° J^n&ffi  in  all  or  any  part  of  said  and  than  ttie 
and/or  assigns  under  this  lease.  If  this J^fwers  a less  merest  n  me  01,  a^Jedor  rot),  or  no  interest  therein,  then  the  royatties  and  other 
entire  and  undivided  fee  simple  estate Jrvhether  Tr^^  be  paid  only  in  the  rxooorton  which  the  interest 
moneys  accruing  from  any  part  as  towhich  ttjs  lease  J^rew^^sucniu  ■  hub.  ^  ^  ^  covered  by  this  lease  (whether 
ffSMSS  o7^s»  be  binding  Son  each  party  who  executes  1  without 
regard  towtether -ft  is  executed  by  all  those  named  herein  as  Lessor. 

11.  If.  while  misled  is  in  forc*,^ 

well  provisions  of  paragraph  3  hereof,  and  Les^e  is  not  conducting  ^SsTw^m ,^3^siX>x«pt  financial)  teyond  the 

g^re^ 

la.oLS« 

deemed  the  same  as  the  drilling  of  a  new  well. 

SSSftte^dnteSK SUSR  well  isVhut-in  shall  be  when  the  drilling  operates  are  completed. 

14.  As  a  result  of  land  devetoome^  SMfflB 
restrictions  as  may  be  set  forth  in  th  s  lease ^nd/or  ot^r  toases^  operations.  Therefore,  since  drilling. 

Kn^in3^  r^sfe^or^lrtgTovfsions  or  restricts  contained  in  th,s  lease, 

except  as  expressly  stated. 


IN  WITNESS  WHEREOF,  this  instrument  is  executed  on  the  date  first  above  written. 


BY:  Keith  A.  Carter 
STATE  OF  TEXAS 


}  ss. 


COUNTY  OF  TARRANT  } 

This  instrument  was  acknowledged  before  me  on  the 

husband  and  wife. 

i^.  "  'v  mam  i "  ii-f^ 
n^V*^      ROB  E.  SCHUMACHER 
l^jtiH  Notary  Pubiic.  State  of  Texas 
My  Commission  Expires 

Oclober  19.  2011 


BY:  Linda  M.  Carter 
(ACKNOWLEDGMENT  FOR  INDIVIDUAL) 

Z    day  dt$ti-bht  f         2008  by  Keith  A.  Carter  and  Linda  M.  Carter, 


Signature 


Notary  Public 
Printed  ^riuLAMSA  ht,  ( 


My  commission  expires: 


ADDENDUM 

ATTArHPn  to  AND  MADE  A  PART  OF  THAT  CERTAIN  OIL,  GAS  AND  MINERAL  LEASE  PATEpQf^flVTft^  &i ,  '  jg^8' 

^^SSm^^k^S^^uziSmmmM  and  wife  as  lessor,  and  xto  energy  inc.,  as  lessee, 

CO^RING^  366  ACRES  OF  L^N^MORE  O^SsS,'  OUT  OF  THE  BBB  &  C  RR  CO.  SURVEY,  A-221.  IN  TARRANT  COUNTY, 
TEXAS. 

THE  PROVISIONS  OF  ADDENDUM  SUPERSEDE  COMPLETELY  ANY  PROVISIONS  TO  THE  CONTRARY  CONTAINED  IN  THE 
LEASE  TO  WHICH  THIS  ADDENDUM  IS  ATTACHED. 


15       Minerals  Covered.  Notwithstanding  any  other  provision  hereof,  this  lease  covers  only  oil  and  gas.  The  term  "oil  and 
gas"  means  oil,  gas,  and  other  liquid  and  gaseous  hydrocarbons  and  their  constituent  elements  produced  through  a 


well  bore. 


16  Gas  Royalty  Lessor's  royalty  shall  be  calculated  free  and  clear  of  costs  and  expenses  for  exploration,  drilling, 
development  and  production,  including,  but  not  limited  to,  dehydration,  storage,  compwsion.  separation  by 
mechanical  means  and  product  stabilization,  incurred  prior  to  the  oil,  gas  and  other  mineral  production  leav.hg  the 
leased  premises  or  prior  to  delivery  into  a  pipeline  or  gathering  system,  whichever  occurs  first;  prov.ded,  however,  (a) 
Lessee  shall  have  free  use  of  produced  oil  and  gas  for  operations  conducted  on  the  leased  premises  or  lands  pooled 
therewith  and  the  royalties  on  oil  and  gas  herein  provided  shall  be  computed  after  deducting  any  so  used  and  (b) 
Lessor's  royalty  shall  bear  its  proportionate  share  of  all  ad  valorem  taxes  and  production,  severance  and  other  axes 
and  the  actual,  reasonable  costs  (including  compression  and  related  fuel  charges)  paid  to  or  deducted  by  an  unaffiliated 
third  party  to  transport,  compress,  stabilize,  process  or  treat  the  oil,  gas  and  other  mineral  production  off  the  leased 
premises  in  order  to  make  the  oil,  gas  and  other  mineral  production  saleable,  increase  its  value  or  in  order  to  get  the  oil , 
gas  and  other  mineral  production  to  a  market. 

1 7  Shut-in  Royalty  If  at  the  end  of  the  primary  term  or  any  time  thereafter  one  or  more  wells  on  the  leased  premises  or 
lands  pooled  therewith  are  capable  of  producing  oil  or  gas  or  other  substances  covered  hereby  in  paying  quantities,  bu 
such  well  or  wells  are  either  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  such  well  or  we  Is  shall 
nevertheless  be  deemed  to  be  producing  in  paying  quantities  for  the  purpose  of  maintaining  this  Lease  A  well  that  has 
been  drilled  but  not  fraced  shall  be  deemed  capable  of  producing  in  paying  quantities.  If  for  a  period  of  ninety  (90 
consecutive  days  such  well  or  wells  are  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee  then  Lessee  shall 
pay  shut-in  royalty  of  twenty  five  dollars  ($25.00)  per  acre  then  covered  by  this  Lease  on  or  before  the  end  of  said  90  -- 
day  period  and  thereafter  on  or  before  each  anniversary  of  the  end  of  said  90  -day  period  while  the  well  or  wells  are 
shut-in  or  production  therefrom  is  not  being  sold  by  Lessee;  provided,  however,  that  if  this  Lease  is  otherwise  being 
maintained  by  operations,  or  if  production  is  being  sold  by  Lessee  from  another  well  or  wells  on  the  leased  premises  or 
lands  pooled  therewith,  no  shut-in  royalty  shall  be  due  until  the  end  of  the  90-day  period  next  following  cessation  of  such 
operations  or  production.  Notwithstanding  anything  to  the  contrary  herein,  it  is  expressly  understood  and  agreed  that 
after  the  expiration  of  the  primary  term,  Lessee  shall  not  have  the  right  to  continue  this  Lease  in  force  by  payment  ot 
shut-in  royalty  for  more  than  one  single  period  of  up  to  two  (2)  consecutive  years. 

16  No  Surface  Operations.  It  is  hereby  agreed  and  understood  that  there  shall  be  no  drilling  activities  on  the  surface  of 
the  leased  premises  without  the  prior  written  permission  from  the  surface  owner  of  the  applicable  portion  of  the  leased 
premises.  Notwithstanding  the  foregoing,  this  waiver  of  surface  shall  not  be  construed  as  a  waiver  of  the  rights  of 
Lessee  to  utilize  the  subsurface  of  the  leased  premises  under  this  lease,  and  Lessee  shall  have  the  right  to  exploit, 
explore  for  develop  and  produce  oil,  gas  and  other  covered  minerals  under  this  lease  from  wells  from  surface  locations 
off  the  leased  premises,  including,  but  not  limited  to,  directional  or  horizontal  drilling  activity  which  comes  under  the 
surface  of  the  leased  premises.  This  drilling  surface  waiver  does  not  apply  to  any  surface  nghts  associated  with 
instruments  other  than  this  lease. 


Vertical  Pugh.  Upon  the  expiration  of  the  primary  term  of  this  Lease,  upon  the  expiration  of  any  extension  or  renewal  of 
the  primary  term  or  after  cessation  of  operations  as  provided  herein,  whichever  occurs  last,  this  Lease  shall  terminate 
as  to  all  rights  lying  below  one  hundred  feet  (100")  below  the  stratigraphic  equivalent  of  the  deepest  formation  drilled. 


20  No  Warranties  Lessor  makes  no  warranty  of  any  kind  with  respect  to  title  to  the  Land.  By  acceptance  of  this  Lease, 
Lessee  acknowledges  that  it  has  been  given  every  opportunity  to  investigate  and  has  conducted  sufficient  investigation 
to  satisfy  itself  as  to  the  title  to  the  Land,  and  Lessee  assumes  all  risk  of  title  failures.  All  warranties  that  might  anse  by 
common  law  or  by  statute,  including  but  not  limited  to  Section  5.023  of  the  Texas  Property  Code  (or  its  successors)  are 
excluded  If  Lessor  owns  an  interest  in  the  Land  less  than  the  entire  fee  simple  estate,  then  the  royalties  (including 
shut-in  royalties)  payable  hereunder  will  be  reduced  proportionately.  All  royalty  interest  covered  by  this  lease  (whether 
or  not  owned  by  Lessor)  shall  be  paid  out  of  the  royalty  herein  provided.  Lessor  will  use  all  its  reasonable  efforts  to 
assist  Lessee  to  subordinate  any  rights  of  a  mortgage  holder  to  perfect  the  Lessee's  rights  under  this  lease;  provided, 
however  any  necessary  subordination  shall  be  obtained  by  Lessee  at  Lessee's  sole  expense.  In  the  event  Lessee  is 
unable  to  obtain  a  subordination  agreement.  Lessee,  at  its  option,  may  discharge  any  tax,  mortgage,  or  other  lien  or 
interest  and  other  charges  on  the  Land  superior  to  this  Lease,  and  in  the  event  Lessee  does  so,  Lessee  will  have  the 
option  of  applying  the  royalties  accruing  to  Lessor  toward  payment  of  same  and  Lessee  shall  be  subrogated  to  the 
rights  of  the  holder  thereof. 


Executed  on  the  date  first  written  above. 


